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Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

Yowhave askedthe Division of Corp-oration Financefor no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own
outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of



securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

131 of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 13F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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ThIs letter contains cettain

Stanley Smith Bainey LLC M$ and its twe ultunate parents Morgan Stanley

jorggiiSt.aile a14 together ith its affiliates other than Ho1dins as defmed

be1ow MSSI3I and other ditect nd indirect subsidianes of Ioidnigs the Mgg
janlev Parties and Citigroup Inc Citiroup ant together with its a11ThateS other

then HoidngsMSSB.and otherdirnet and ifldirect sOb td1arieelHàldings tor.PSpeoitieal1ythe.purpose of this that

the iftof the Division of Corporation Finance and the Division of Investment

Management of the Secunties and Exchange Commission the Commission or the

cOnfirm that they would not recommend to the Commissionflt it take

enforccmnt action against MSSB the Morgan Stanley Parties or the Ctigroup Parties

16.of the çetintie

As.dsctissed.fw1her belOw the businesses being conti1buted.tothejintventures will

include certain non-U affiliates which will be separate subsidiaries of Holdings as
defined below For purposes of thsdiscussidn MSS3 will includà HoI4iOgs and nch
affiliates notwithstanding the fact that such affiliates technically wifl be separate

subsidiaries of Holdings

MSSE StaiiIqandQigiup.OGi
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and Rule Oa3T thcretmder if MSSB thc Morgan Stanley Patties and the

Citigroip Part.ies.temporarily repoit positions Eon.thbaSiS described below

To proide you tth necessary background Part of this letter provides

summary of the parties tespectve repffi hgations id the reitef requested Part 11

provides an oertiew of the lbrmation and stueture of MSSB Part UI pAvids
discussion oldie management and icture of MSSI3 expected to hem plaec oilihe

closing of the transaction Part IV provides temporary proposal for monitoring and

reporting wider ectioAs 13 and 16 and on form SU assuming the requested relief from

the Staffls granted and summarizes the mtenflons for seh momtornig and reporttng

after theperio for requested relief has passed Pan provides rationale for the

reqeested relief

tveriew olReqwred Reportini and Requested Relief

IqwredorthigZt LgaI Dy One Ahset Rehçf

As discussed mcre fully in this ktter Morgim Stanley iind CLtIgroup will inthafty

indirectly wu 51% and 49% tespeetwely of MSSR and each will have certtn board

representation and other rights result each of Morgan 4tan1cy and Citigroup

hehees that under Section 13 and Sction 16 as of Legal Iay One as defined below
and ahsent relief it WQUkI be required to either aggregate securities beneficially owued by

it with suuritles benefictallyowiied by alt of MSSI3 or implement appropriate

mlbrmation barriers allow it to disaggregate frcitn MSSB fbr these purposes in
accordance with the SFCs disaggregation guidance in its Release No 34-39538 January

12 l99 including the usc of information barriers the Dis4ggregation Guidance
Absent relief cm Legal Day Gee MSSI3 would be required to separately report the

securities it beneficially owns Also ne Legal Day One absent rel4 ett each of

Morgan Stanley Cuigroup3 and MSSB would be required to report on Prms 13rand SIt

2We note that in many instances where MSSI3 ma have reporting requirement it may
report jointly with one or mote

3Eachofr
Stanley andCitigrótpctinrtIy siie Form l.3Fand oneFo.rm Sli

report for all of its aflibated entities

C1 kP dteeiqucstby 55fl dirnu1i7.O0

At3g752se 1.3
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positions with rspeet to securities over which respectwely ha investment dscretton

or in which has reportable ort position or enagca in reportable shqrt transaction

or iiMorgan Stany woutd he required to aggregate and report secuntics over whiàh it

has itwe5tmetit diseretion or in which it ba reportable short position orengages in

reportable short transaction with all securities over which MSSI3 has mvestment

discretion or in which it has reportable short position or engages in reportable àort

traaiactwn and Citigroup would report separately only the securities over which It has

Investment discretion or in which it has reportable short position or engages in

reportable sborttnsàction

Requesied Relref Legal Dcp One TMvugh the Appiwable RehçfPetiod
as deft red 1eloi

The parties quest relief such Iha with
respect to the Morgan Stanley Parties

and the Citigroup Paities until the earlier of the dateon which Morgan Stanley or

Cingroup as the case may be can digregate 1s position monitoring or repirting frotn
or aggregate its position monitoring and reporting with MSSI3 in each case c0nsitent

with the reporting method descnbed in Part below or September 30 20O9 and
with respect to MSSI3 until the earlier ofl the date on which each of Morgan Stanley

and Citigroup can disaggregate Its position monitoring and reporting from MSSB or

September 3O 2O0 in each case such period is referred to as the applicalik 1if
Pert for such party fir purposes of Section 13 and Section 16 reportIng

The Morgai$tanley Pant aggregate and report the seurities they

betfkiaUy owtr outside MSSI3ith thesecurities that biy Would be deemetn
bcnetkiafly own within the MS Channel aS deThed Mow anthnay exclude

the seclirities that they iou1d be d4etned
tobenefioraily iwn within the SB

Channel as defined below
The Citigroup Prties will aggregate and

report the securities they beneficially

owti outside MSSB with the securities that they would be deemed to beneficiafty

own within the SB Channel and may exclude the securities that they wottid be

deemed to beneficially Own within the MS Channel and

MSSI3 will not separately report ecunties beueficiitfly owned by it

The parties also request relief under which until the end of the applicable Rehef Period
for purposes 0fFnns 13P and S1

The Morgan Stanley Parties will include the securities ovep wtnob they hv
mveitrnent decretion or in which they have reportable short position or engage
in it reportable .hott salewithth uflUes over which thc MSCliannei hs
investment diseittiait or in which it has reportable short position or engages in

repttabie shortsie and nayexchLdethurities.oyer.ivbjeh.thcB

MtdGJ UI
by MSS rgn Stanky an4Ciligmtç o3

3O255 13
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Durhigthà Cgroiip.Par lkfPerid held by the SB
Chantini will be rçported by the Citigroup artes During suJ Relief Period the

Citigroup Parties will melude legend on their Fort 13F reports and Form Sf reports to

indicate that such reports include securities held by the SB Channel During the

Citigroup Parties Post-Relief Period as delined below the Citigroup Parties will not

report for either the SB Channel or MSSI3

Duurig the Morgan Stanley Patro ReheIPertod the securiticli heft by the MS
Channel dl be reported Iy the Mozgaa Staaly Pathe During such leltef Penod the

MorgaiSceyPatueswilI meludeakgendontheirForrn 13t repnti and PrrnSH

reports to mdicace that such reports melucle ccurities held by the MS Channel

Durmg the Morgan Stanley Paites PôstReflŁf Period the securities held by
MSSB may be reported the Morgan Stanley Parties in which case the Morgan Stanley

Parties will include legend on theit Form 13F reports and Form SF1 reports to indicate

that such reports uxlude securities held by MSSB Under such circumstances MSB
will ubnut nOtice reports to atate that MSSBs reportablesccunties are included on the

Moign Stanley Parties lornt 13F reports and Brm SH reports as applicable

Altewely during the Morgan Stanley Paruc PostRehef Period the sØcrthties lieki

by MSSB may be rpOrted by M$SB

herefore no later than October 12009 the Cittgroup Parties wiU not report

on.ejther Form ..13F or.FormSH any sccuritiesoyer which MS SB has jflmeat

ith.arepôrtabJe Shortposttion

or engages in reportable short sale

TheCitigroup Parties..willIUCitidethe secuiities over which they have

mvestment discretion or in winch they have reportable short positron or engage

in reportable short sale with the securities over which the SB Channel has

investment discretion in which it has reportable short position or engages in

areportable short sile and ma eclnde the securities over which the MS
Channel has 1nvstinent discretion orin which it has reportable short position

or engages in repOrtable short a$e and

M$$ wiU tnike notice flhns to indicate that secunfie over which it has

investment discretion or in stich it has reportable short postani ot cuages lii

reportable hott sale are ntuded in reports by the Morgan Stanrey artres and
..

Mcc up
uthdmlud mentReqstcd MS5$Moran Stay 104
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discretion and either the Morgan Stanley Parties or MSSB will report on Penn 1W
and Form SN all seewities over which MSSE3 has investment discretion4 ft is anticipated

that MSS8 will be mtuded as an other included manager on the Morgan Stanley Parties

Form 13F holdings reports and Form SN entries reports sand MSS1 will continue to

make notice filings with repect to both Form 13F and Form SN at some point durmg
calendar year 2.I.0

Mllôwmg the RfthefPerwds

lollewing the applicable parta Relief Period wtth such perd ai it trs to the

applicable party relbned to as the Post-Relief Period for puzpose of Mtion 13 and

Sotia t6.iporting.

The Morgan Stanley Parties will either aggregate the secuntea they

beneficially own outside MSSB with all securmes beneficilly owned by MSSI3
or implement apprpnate information barriers to allow them to disaggregate

from MSSB for these purposes in accordance with the Disaggregation Guidance3

the Citigroup Parties will implement appropriate mftwmation barriers to allow

them 10
disaggregate from MSIffi zn accordance with the Ogregatin

Guidar and accordhigIy wit report only those ctlrrtiesthey beneficially

own outside MSS13 and

Whete reqtured MSSI3 wilt epai-atey report the SecuritieS it l1eiall owns
either ma stand-alone filing or ajotnt filing with the Morgan Stanley Parties

.puatittoRul 13d-lh or.16tr4jas applicable

With rcpecneThnnsHl3F and Sileither

flie Morgan Stanley Parties the Citigroup Parties and MSSB will separately

report
the securities over which they rcspeetsely have itwestinent discretion or

has
reportableabortposilion or engage in reportable t1al4 or

The parties recognize that Form 514 was adopted pursuant to temporar tule Set to

expire on August 2009 and expect to fllow similar approach with respect to any
success or rule and/or frni

MorganStatiley currently expects to disaggregate Oni.MSSB but the tiinhig for aneb

diaggngallii is tinGertain

fidai trimn
/73$28O13
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The Morgan Stanley Parties will inetude in their reports thesecurities over which

they have investmentdiseretjon or in which they have a.reportable short position

or engage mareport4bte short sate and all securities over which MSSB has

mvestmeut hscrenon or rn which it has reportable hort position or engages

reportable short sale and will include legend on the front page of such report

to indhate that infonn4ion regardingMSSBisincluded WIthhtandthe

Citigroup Parties will
report separately only the seenrIties over which thy have

mvestment discretion or in which they have reportable short position or engage
in nreportabIeshort.sk

In the case of the second of the two options above MSSB will make notice

filings to mdicate that secuntie over which it has investment dieretron or in

Which it has reportable short.pos it on.OIEen gesin.a reportable short sale are

included in
reports by

DurmnVhc.partie applicab ciefPerIodsand PotRelief Perieds th securities held

lytheSB ChannelandtheMS Channel will atall imesbØsubjeet reporting

obhgaUori byar least one of the Morgan Stanley larties The Crngroup Parties and MSSB

IL flescdption fMSSE..and

MSSB is Delaware limited liability company formed on February 2009 All

membership interests in MSSB are owned by Morgan Stanley Smith Barney Holdings
LLC IYelaware limited

iiabilftycompany ikjgs

UoJ.diags ad.MBeeirmed purs.uan tto ointVentureContæbton arid

Formauon Agreement dated as January 2O09 the reeenfby
end between Citigroup and Morgan Stanley Pursuant tg the Contibution Agreement and

suhjeot to the ioinptótiori of deThuirve hm.rted liability company agreement to be

entered into ai the closing Citigroup and Morgan Stanley have agreed to contribute

certin..assets and businesestà MSSBhCótntjbut flusmnesses With certain

exceptaons the Citigroep Conthbuted Businesses the SE Channel inctudi Cthgroup

retail brokerage and futures business op atingunderthe.nameSmith.Barney1 in the

United States and Aii5tralla and it der the name Quflter in theiJnitediiugdou1retand

and the Channel Islands With certahi exceptionsth Morgan Stanley Contribtited

Businesses the and co1Iectiely with the SB ChannI the Qhgtinif
tnilude Morgin Stanleys Global Wealth Management business and its pr1 ate wealth

management business on worldwide basis hi the United States the Citigraup

Contributed Btinnesses are conducted prmcipl1y within Citigroup Global Markets In
XiMfl Cthgroup stthstdiary and the Morgan stanley Contributed l3usmesses aje

conducied within Morgan Stanley Co Incorporated i4 Morgan Stanley

subsidiary Th primaiybusiness of MSSB will beretÆll bxbkerageand.privatewelth

manugemenL Although MSSt3 through the MS Channel as defined in the paragraph

above will engage ma limited amowi of Section 13Cligible principal trading uch

Mti
idtiai merI.Requ dbyMSSBMorgSw .iui4Citæup-XIS
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frading expe.ted tob oUy6forhei$se.of facilitating customersand óxpected
to represent rebitwely small portion of tis overall activities The rnsututional busnteses

of MS and COMI stieh asu dewriting.advisingon mergors and aequisitions and

mstmitional and proprietary trading and underwriting will remam in MS and COMI and

are not being contributed to MSSB

it is.the intentioa.of Citigroup and Morgan Stanley that fóflowixg.the closing of

the transaction the Contributed Businesses currently conducted by COMI and MS in the

United States will be conducted by MSSB in substantiaLly the same fashion with certain

lmntd modifications The closing of the transaction is expected to occur as of May 31

2009 the ClsmgDf and Jwtn 2009 is the target flist day of MSSB ipertittonsiegjMSSBs business will be carried out by approxnnatey 000
finania1 advisors in the United States whose registrations will be translbrred to MSSB
iorLgal DayOne..zeto tbeLze and.cOn iedty..ofthe coinbind entityM.B
intends to make as few changes as possible to legacy organizational Operational and

supervisoiy structures as they currentiy exist in CGMI and MS Mozt signifmnt1y for

certain period oftiine.The.U.Scutoners of the SB Channel uiL1 Oontimie to have their

transactions learedthrough and have their custOmer accounts ct todied andithiad

CGML and customersof the MS Chancl will continue to have their transactions

cleared through and havediefr ustOrner accounts custd.ied and carried by MS As part
of this cieaiingflmtion the sen keto be providedby .MS.andCGMI will inchiØ

clearing and settling securities transactions providing trade confirniattous and customer

statements ind performing etam castnenng functions custody services and related

services number of ftmctions including regulitor eomphane and supervisoty ateas
will be coordinated and altned and others will be centralized

pursuant t0 umbrella

programs and pobcies that will overlay the legacy programs and plts of the two
ChanneI Over time and following the parties applicable Relief Periods it ic expected
thatthe two Chamiels will beintegrated into one operation and that ultimately MSSB
will becothe ysetfclearhg.aitd.custod.andcat its own custothór ààcó.unts.

At th close of the transaction through various subsidiaries Morgan Stanley will

oWn 51% offtoldingsand..Citigouwlliown.49%tfHotdings As noted hve the

Contributed Businesses wilt include certain additional non-U affiliates of Morgan

Theis1S Cban.nelemploys full time fixed income 1I trading business co1leeivclØ

thVg.This Dek ittaintns.proprietay inventoty for client trade failitathn an

fOr proprietary trading piliposes

eiti ii san1ey.aadcitigg-oo7
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Steynd.Citigroup all of whose hoktings in SE- iteed.secuiitieswiI1 neódt be

ttkiito accotthttbr thoaikrIng atdigpuiposes

Holdings will be managedby boardof4octorseting..offttrMorgan
Stanley designe twO Citigroup.designees and thô..senior-most operating executive.öf

Holdings subjeer to ceruna requirements 1oard decisions will be made or delegated to

Holthngs management by majonty votC provided that eab of Morgan Stanley and

Cititeup .wfll..have veto rights with respcctto certain niÆtters

Morgan Stanl will be provided with certa1n call rights ckerc$able tbltowrng

thethird wtJi and IItTh anniversanes of the eiosmg or upon ihange in cOntrol of

Ctigroup wiuch
ultimately may give Morgan StanlefuIl control ol Holdings Citigroup

will be provided certain put rtghts exercisable upon change in control of Morgan
Stanley or under certam cwcumstance following the Sixth

anniversary
of the closing

Both Morgan Stan1e and Citigroup will be subject to certain restrictions on transfers of

interests in loldms and on operating acquiring or holding entities that engage in certain

restricted businesses Each wjfl have customary registration rights from the earlier of an

lJO and thesixth anniversary of closing

Prior to and following the closing MSSI3 toate the ormation

technology 1rsystemsfor both Channels Due te the massive scale of the joint

venture however.creatiag an iætegrated.IT systei tsu the COMI and MSleayIT

systems will require extensive changes to multiple systems covering range ofbusmess

uses and multiple client coinmunicat1on and lbr some tunn there will be both product
data andss rn dinance

JjJ Manaent gj StruthsreofMSSj3

Mmagernenr ofMB as fUga1 04iQne

of Legal Day One the MSSI3 utive management team is..eçpccte4 to be.

in place Mistmenibers of the MSSI3 executive management team will be employed full

time by and wilt provide all of their professional sewtes to MSSL lewever nUotite

lntances certain members of the team will have additional responsibilities at their

respective legacy employers at least through thetransitmon peraxl Jaifles Ourmnan the

Chairman aUd.CEOof.MSSBwiHconthtilºthe ittiYeofMorga Stanley

Likewise certain other memubØs .fMSSl manage mentwiU retain

responsibilities at Morgan Stanley in administrative functions including operations IT
human resources and legal However it is not currently anticipated that any of these

people will be involved in directing effecting or recommendtng transactions in secatitlcs

or voting securities on behall of MSSB or its ctstomers There wilt be other MSSB
people who may have ongoing responsibil ities..at Morg .Stanietaiidfor Who Wilibe

stby MSsaisn Sta Ugu up -5
A2525lU3



May 29 2009

Page

POIA cOM1ENTfAi TJEATMENT JEStID PURSUAN Toll P.R20S1

involved in directing the vth and inve rnentofecuritiesÆt MSSB Jiowever in light

of the protections to be implemuted See frfortnatwitrBarrer below MSB and

Morgan Stanley will not share it formation bout their respecdve.euatonters tuiior
their pnprietaty trading except as necessary to mdtcate the existence of inventory or to

facilitate an MSSB trade In addition in order to satisfy various Fmanetal Indusiry

Regulatory Mthonty requirements regardrngreview of re arclfdigtnbttted and

imuteting materials treated by MSSR there may be hmited number empbyces of

the Cxtigroup and Motgan Stanley aflThtited broker-dealers who will be dualy.registered

wtth MSSI3 fbr certain period Despite tbeoverlapping responsibilities ofthese

individuals during the partIes applicable RehefPenods based on ithe separateitature

of the twO Channels it the two Channels mdependent processes frmakinvotmg and

investment decisions as described further beIo and iiicertain protections that

Morgan Stanley and Citigroup will implement as described further bekiw voting and

iestment decisiois in the twoChanncls will be nistent with thepiopcsalibr
monitor gandreporting g4jparties applicable

13 Iktati.Zffir4ae-1r Wageiiet aitd Other

As disoused ftuiiiiw herein the graikit of the IT saaaeytetui
and difficult undertaking that wlfl take months to complete Likewse Integrating the

two Channels employees facibties and other systems itt be challengmg Physical

.pacewiU be .negtatedafter.Legat Day One only a5Ileaes expire and the bUs1isI

rationale favors combining facilities Systems other than the lisystem will be

integrated only as necessary to appropriately account for MSSI3s operations Rceeutive

management of MSSB will share space in Westchester County New York of Legal

Day One However1 generalIy employees will cotitmue to work in the offices in which

they eurvently work1 and on the systems on which they currently work The integration

process ill be gradual and will take 2-24 months tO complete With few exeçpttons
until the end of the Relief Perds ior both parties the two Channels wilL continue to

Operato independeatly

Voing hwes1nen A... Lionvftw

jpjSCbanne

Within the MS Cbsmiei.the methodology .f9r voting andinvestnient decisipns.is

as filoww

.1 For cuomer owrswr which the MSChwnei h4 dieretioniry

authority MS Channel representatives make independent investment

dec .peaecctns.overwhicbt.hey have been granted

discretonaiy authority by the customer fbese decisions are made

independently by the representatives themselves and are tint coordinated

among the rpresmtatives MSChannel represeniares.do notmake

5tkyindCiti up- K$
N73O25O 13
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voting..deoisionswith respócttô dirtionaiyctomeraccouiit

Rather the MS Channel transfers dscrctionay otmg authority to third

party proxy advis firms g.JskMetres which vote theeunftes

bnthØfron.otinecenrnen dÆtiôns Th.rareiniitanees auMS
Channel voting coinnuttee may ovemde the proxy advisoiy finn voting

recommendation or make the voting detsion when the proxy advisory

finn has norecintniendation This sanmprocesppliesteiuu

discreuonaty customer accounts where the customer requests that the MS
Channel as client service matter votoproxies fl behaff of the

customer

For M$ Qwmzel third-party mnagdacoimtproramt The MS
Channel is not granted diseretionary authority over tInrd-party managed

accounts.either with
respect

MS Channel eustomrs grant voting and nwestmerit thscretion to the

thirdparty manager oftbeaccount 4ccordmgy the thirdparty manager

makesvoting.and iavesffi sions oflhte cu5tmets In these

maniiged accounts

Voting and investment Df on within the SR Channel

Within the SB Channel the methodo ogy.for..votingand investiucntdecisions is similar

For customer ac his oier wJiicfi IheSB Channel hatdiscretiônp

aathoriy The SB Channel Ii .peisônnel who develop sector allocation

targets whidi are then shared with individual finanetal advisors or are

meorporated into mvestment advisory accounts 1or most discretrnnar

ants.themiancial a4isors make nvestment4isiàns de6byte
ecamnietidations ofCitigroiip research For investment advisory

programwbicb include asset allocation teatures the fInancial advisors

assist clients in choosing an asset allocation model which is comprised of

mutual.funds exchange-traded fluids or separately managed

accounts managed by third party manager In some cases the

tinaneialadv isors may chooe..such ni 1fundsETFs or.sepirately

managed nmi$ TheSBChamiel generally makes voting decision

for custome sacbording tothe recommendations of third arty proxy

advisory firms RikMótnc In rdatlvely small nuntber of cases

letqprovide

reeomnie ndations vg kcisions..are4nade by comniitteeof

employees oldie SWChannel

For IrEarney m.frd managed accowtpIograms The 513

Channel delegates the
discretionar attbority thtiti is granted by the

.5hT confi.iei1tRetdjy ML.Mcrgn $tanIeyndCIgrap- OGtO
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customers to Third-party mangr who make voting and investment

tecision .th ustoiners in thc.managed accounts

As is ei4eid the two Channels.have theIr own separate processes for mtiking

voting and mvsiinent decisions and where their own representatives are actualLy

exercising dis ionary authority these decisions are based on indepcndent factOrs

These processes will generally stay in place through the partIes applicable Relict Periods

and combined with the other facts set forth in this 1etter minimize concerns regarding

the sharing of inMrniatiqn and oordinnted investiæent and voting decisions While

employees of each Channel at the senior levels may interact from tune to tnne

inyestiticntand votgeoadnitad sad would not be coordinated at thisieveL

nfmcaion Bar

Commencing atLegal Usy Stanley and CitigrOup Will

manitam mformation barriers to protect their respective customers trading mformation

Morgan Stanley and Citigmupi.U not share information abeutthei rcustomers trading

with MSSB nOr il1.they share with..MSSB information about their froprietaxy trading

except as necessarg to indicate the existence of inventory or to facilitate an MSSB
trade MSSI3 will not share reformation with Morgan Stanley or Citigroup about its

trading except as necessaiy to execute a.trade through MS or CGML MOÆii.Stairi1ey

and Citigroup will not share mfotmation about their pending uwestinentbaukrng or

mergers and acqwsttions transactions with M$SB except toth extent MSSI3 is

participating with one or both tlnn in ditnhutioit securities or as neccasary to

enfoite statuttny tradtntrcstnetions snehas the tender offer m1e Although

MSSB will not nianutain formal information barriers between the MS Channel and the SB
Channel we note that during the parties applKable Relief Periodsregistered

representatives in the SB Channel will not have computer systems access to customer

positions and trading information in the MS Channel and registered representatives in

the MS Channel will not have computer systems access to customer
positions and trading

infOrmation in the S1 Channel During the parties pphcable Relief Periods customer

trades in the MS Channel beelcared through and custodied at MSand cuStomer

trades in the SB Channel will beeieared through ad custodiedatCOMi As reiu1t

Mergiti Stanley and Citigroup tefteve that it is unlikely tht registered representatives

and customers in the two separate Channels will have any practical ability to eoordinatb

tradingofsecurities

In addition to the intbrmstion barriers described above fr variety of legal and

compliance reasois CiUgroup will implement information bamers between it and MSSI3
on Legni Day One designed to penn it thepositions and activities of MSSB and Citigroup

not to be attributed to one another foe the purposes of Sections 13 and 16 and Rule 14e-5

in accordance with the Dicaggregation Cjuidance Hawevr even though Citigroup will

have tbee intbnnatin barrier in place ouLegal Day One becauseCitigroupwill not

zr LP isIcd M$Mtgan5tniy tigrGupeQii
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hvc.compieti.ttsflietgrtion effort it.will be ma file beneficial

wierhip and shnilar reports on Lega 1y One that disaggegat MSSB

1V Tern rarV PronosI frLeiDay One for Montorin and Renortini

Rok1ins SectIons 13 and l6Æd..on

FormSR aid Intentions for$uch MonitrIiw and.Rtportina ForfttePOst_
IliefPeriods

Propcisa1forrempayRdIef

Dunig ibe appbcable RIicflenr4 the Morgan Staiiley hrtie and the

Ctttgroup Parties as apptcabtei1I ontiuuc tberrespetvecurrentposnu momtoPrn4

ndpgiludiægoftncfkiilOwnership and of secu riths ovwhiek they have

investment discretion policies procedures and practices 1ach of the Morgan Stanle

Parties and the Citigroup Parties will aggregaethesecurities managed and/or

bef1ciallyotvned by The portion of .MSSB that was coniribüted btth.patty That is

flMgan Stanley Parties will include in their monitoring and repOrting the MS
Channel and the Citigroup Parties will iniude in their monitoring and reporting

the SB

ChanneL The.MS Channel.is urrcntly monitored and reported on aniiggregatØd basis

with MS and Channel is currentlymonitored and reported oti an agreted baals

with Citigroup There are dedicated groups for eadt parent charged with monitoring and

reportugita positions
and these groups will continue to do such monltonng and

reportuiçg

for eaeb parentsresp echiutnel during such par1ys applicable Relief Period

During the parties aplicah1e ReLief Penod MSSB will not report separately any

cOritiebeieflcialthvnedby it

Inthe event thiteither theMorgan Stanley Parties or theCkigroup Pattiesare

rcquirnd to file any reports during their applicable Relief Period on Schedule 131 or

Schedule 130 under Section 16 therelevant Parties will add footnote disclosure

disclosing their relationtiipith M$B In addthon dunngtheir appheable Rhef
Pedsnceeither the Morgim Stanley Patties or the CitigroupPatties determine that

reportable thróhoid has been exceeded by such parties and their respective ChannOl such

parties will include ut such footnote disclosure the portion of the bldings that is

tthihutblet SB7 By way of cxainpIef the Cirigroup Parthsweretcfilea

We note that while this information can be determined manually by each party with

respect to an individual secunty for which reporting threshold has been exceeded and

filingis.beung made neither party currently has theability to monitor and

Footnote Continucd cii Nit Page

SiazymdCitigrnip -12
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Schedule 130 to report theb eitcial tiivnershIp of see.urty which on an aggregated

bass with the SJ Channel exceeds reportable thresbokL they would melude footnote

disclosure indicating that Ctigrcinp owns 49% of MSSB and that the portion of the

secuilty benefiialIy owndby MSSR is XJ% of the issuers Outstatding securities

With etto Fotins l3Faz3d Skis the parties smnlarly propose that each of the

Monjin Stanley PartIes and the Qtigroup Pames will corUnue their respective reporting

%lre.Spec entities oer whitIithey .bav lethiientdIscttlen

have reportable short position or have engaged in reportable short sale and

accordmg1 will aggregate with and include in their reports the securities and

transactions in their respectwe Chansel The parties will m1ude legends in suob reports

consistent with those..dŁscribed iTt Part 113 above

.B RelkfMŁ

Given their differentiTgvstemandres pictive levels Of ownership iaMSS1
Moigan Stanley and Citigroup have different timetables for resolving their respective IT

in order to be in posthonto aggregate with MSSB and eventually

disaggregate MSSB ni accordance with the Dsaggregation Owdanon Morgan Stanl
may be able to completely aggregate its position monitoring and reporting system with

MSSB on LegalDay One but iii anyeventexpects to be able to do sono later than

September 30 2009 and will disaggregate MSSI3 in accordance with the Disaggregation

Ouklanceat.some point tobe deterniinedafterthatdate Citigroup.expects.to be able to

completely aggregate and disaggregate hi accordance wth the Disaggregation Gwdance

itin fiin MSSB Septetnber 30 20

Footnote.vontjnued otn.PreviousPage

daily basis the securities hely the portion of MSSI3 cqntributed by the other party in

order to determine whether
reporting

Threshold has been reached on an aggregated

.j .5 ifChdIengeiuiPi .v bio

The parties recognize that Fn.Sffwas adopted pursuant..tO tetoporary rule.settó

expire on August 2009 and expect to fbHow similar approath with respect toariy

successor rule andior form

9With respect to this anticipated timmMorgan Stanley is cotreily receiving daily test

feed from itigroup which reports positions insecurities withut the 58 Channel Morgan

ISankyisin.The process oFadapthigfts 1Tsysteutstotesdths feed and.to tegate thC

tFootnoie Continuedon Next .Pagc

UP sti citigrôp- Oililii
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Accordingly the $ttiesrequestThatThe Staff gant.temporaiy relief toÆllaeach of the

Morgan Stanley Partes the Citigmup Parties and MSSB to report positions on the basis

described above Proposafar TporryRlteJdunn.g the applsaht ReLief Period

EiMitStank brCitig$tipmay be in

which no longer req.nres reLief eatber than theotLier party in this ease the party that is

able to begin reporting without relief earher Will inform the Staff in wntmg accordingly

Sinil when eliberparty begins gatingMBiticordance with the

thsaggregation Guidanceç which may be before or after the other party it will Inform the

Staff in TItingaccordingIy

Intent ons for thePosIR1iejPeriods

Following the integration of the MSSB data into the Morgan Stanley and

Citigroup IT nsthe-partex will have the abilat tocomply-wzth Sections 13 and 1.6

and Rule lO3Tand to monitor and report their repeetIve ownership positions

mdependent1y The parties expect this will occur no later than September 3G 2009 Each

repoii de hed in Pait t.C aboveunderFri1jowjti tIi RdiefPeJIOdSL

fSepteinber3Q 2OO CtdM5SB
accordance with the Dasaggrcgation Guidance for purposes of monitoring and reporting

interests At future date to be determined Morgan Stanley epecIs to dlsaregat
MSSSlnaccorrtancewiththe Disaggregation pu.es.ofmonitoriugand

reporting IntereStS These structures will ensure that MSSB operating as separate

entity from an investment perspetive and is making independent investment voting

disposition and other nwnership.decisions Atthe tithe these information barrie

policies and precedures are fully implemented the IT eapahthty vtlLeqst sneh that

$FUte tirocJymoniiorigan pog be done fOrM

.naReiustedRelief

ed from PviOusiaoe

posItiOn information with its..Own .pósitiin info âtibn and tb at Of the MS ChanneL

Citigroup is similarly receiving testfee4 from Morgan Stanley which will enable it to

report pqntions in seOunties within the MS ChanneL The imptenentation of these feeds

is in progress and will be onpleted by the end of the parties applicable lehef Periods

atwhtchtlme the positiens within the two aetsofMSSl3 will also be ab1et be

combfriedfrotn an IT

by MSSIL 5y 0014

M13O28o.i3
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We believe the following argunientssupport.the request for relict

BsIsth den Agency Rather ThanPrincpai Trading

t3çcause Citg up.i ot.contributing a.princpaI trading.business to MSSB and

Morgan Stanley is contnbuting just small principal trading bustness the pnmai
business of MSSB will be retail brokerage and private wealth management and the

majority of positions are in eustotner aecounts the majority ef whtäh are non

dscretionary Ahhoug .h.MSSB will engago in limited amount of principal ttn4ing

expected to be for the purpose of fiiciltatmg cUstomers such trading 14 expected to

represent ridattvey small portion oflts overafl vrtle As iesult Morgan Stanley

and Cittgroup epeet that on its own MSSI3 wili rare1y if ever3 teach reportable

threshnldfsecorities ownership at the óÆr fages the

If the requested relief is granted cath of Morgan Stanley and Cittgroup will

continuetoaggregateand inelu irifies managed aiidkn bebeIieia11 owncdby
respective Channàlithsecurities it manages andtor beneficially owns Accordingly

even though the proposed structure may in pait be inconsistent with the strict

requirements of Section 13 and Seetin the proposal satisfies the regulatory rationale

behind tbesrequireinents The vroPoat will tØl pot .ifrfuififl the rgulatory.objective

for accurate information in the niarkato thee .appljcabfr thresholds maybe
exeded

.Fnrthibiic Pd.y //J

Absent the requóstcd tel lef it isp blethatthetransactioaivili notb. ahie.to.

close until the IT systems are developed to permit aggregation and as applicable

disaggregatior of information.rcquired to be disliid However the mportancŁ of the

swift and successful completion of the joint venture in the cuxtent market environment

Cannot be underestinued We believe that the monitoring and reporting challenges faced

by the proposed Joint venture are umque and possibly unprecedented We also believe

that given the reasonable alteraative reporthigproposiI contained in this letter the

ba1anc of public mtetest weighs ut favor of grantmg the muted and temporary requested

ie1iewith whchtiIqalogtbe taaac4ion would have to bedeayed4

.hMrLztttU cemMsa aiidCitiro -0ô15
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need ibr urgency tiosth
jhit venttue traisan The tr saetirni will provide eertÆhyavatinWheninvestor
onfbsion rif and confidence is low CustOmers ofthe two finnsWouldbe.provided

assurance of the future structure of their seiunttes firm when many are struggling with

ftmdaniental.questionso whom they can trust with their finances and turn to for advice

8ond..thejOint.vnture struttirŁ pr pOsed by Citigroup and Morgan Stanley is

unusital Most transactions involving changes of ownersiup of broker dealer are simple

aquisitions not requung th merger cC twc retu1 operations with ongotn anangeinents

wItlttw kgac .The gffients with the leg ay 1rns ttspeisl

complications in omplymg with Sections 13 and 16 and Rule l0a3T and others for

which wt are seeking separate relief Moreover the har1ng of legacy finn ownership

data that is reqwred tperfbim this aggregation raises signiOcant ongoing busness

concerns for the legacy fIrms businesses that are not contributed to MSSB particularly

for Catigroup which does not have management coirol over MSSB Not only do these

unique monitoring and reporting chaflenge not arise in mqst transactions as discussed

further nthcnextparagraph they also are more chaflenginginl.thistransaetion than..th

issues mOredmmonty rise4

Third the scale of thejoint venture is inusually largc touchm more than 10

nuihon customer accounts and creating tecbnokgica1 challenges of immense scope For

MSSB Mgan Stanley and Citigroup to resptind tb the resulting disclosure chalenges

they must make etansIve changes to multiple sstemscoveong range of inonitonug

an4 bisness uses Given their scale temporary.manuat.fixesto.addres these problema

are not practicable and would not rsultin accurate information beiti ConSistently

provided in timelymanner to the public The scope of these stems changes is perhips

unprecedented.ibr.a.combhtation of retail operations

Fourth .desptte..thesignificain challenges posed by the scopeOf the

changes MSSB Moqm Stanley and Citigroup are committed to implementing the

changes in tuncly and comprehensive manner Therefore the requested relief is to last

only the relatively hort trIm period until such implementation me complete so that

cestomeraid themarkt may ieeel the benefit of certainty próvidºd hóshithC

M4iØsysGövernmeit ErkAcedUin...J3fd
Reporting dated December 10 2008 which was granted in part based on the United

Kingdmovemnits msponse to the internatiOnal financial crisis.

828O 13
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anationas sn as possible The tequsted ilefwill.ailow the parties to cIos the

transaction more quickly and is appropriate and in the public mteret gven the current

financial market ttirnió ii

In vieWef thewiusual .strü the jó mt ure transaetion the sealeoije

joint venture the massive resulting ehane die urgeutneed to-provide certiunty

to eustonter5 and the tuniloil in the financial markets %W believe that it should be

possible ibr the Staff to provide relief in this situation without creating precedent that

may he usd by others -where the exigent circuinstan
s.p utiteredo flQjCxi$t

Moreover we behee that the provision of relief in this circumstance will benefit

investors and the public and will not be contrary ta the Comm.issiotisinvestor protection

Coordbarrn..ofba1egwkpy..Rgjmes

E..b-dfMorgaiStanl yandC-itigoup tibet tó.disclosure of.interetregis

globally with eath having ita own quirements a$standards for global monitonngtnd
reporting Accorthngly momfornig and reptitkg on global level will

require an II

that -will work eff tivelyn global .basis andcinipiementing this system will

take

IT Challenges

From practical standpoint it may difticult1orMogan Stanley and Citigroup
to resolve the IT integration challenges prior to or immediately after closing the

transaction such that they and MSSB may efecnvetymomtor and report in any way on

Legal Day One other than what ispropose4 As noted above there will be sigmfleant

work involved in mtegraung the MSfl data mtólwti snpames IT systems and in the

meantime there will be substantial preduet data atid systent dtssonane That satd the

two firms are making4ilrgan cffortand have
project teams ntplaee to achieve sufficient

IT nitegration as sOon as practicable to be able to comply vilb disclosure regniations and
maintain the coufIdntiahty of sensitive ownership data wathotit necdmte implement
onerous manual so1utans To date each of MS and Citigroup ha%e exchanged data feeds

of then-
reporting positions that will be contributed to MSS3 on Legal Day One and the

parties are working with thse.feeds-as desctibedinNbte9 above Howevet the patties

expect the Integration Issues for the IT systems that are relevant to positron reporting to

be resolved gradually over few months with goal of complete integration by

September 30 2009 tch the two firms basa project plan with clearly defined IT

unlestoocs and goals and which sets out the step that have been taken and the steps that

ion

to the extent that the IT systems are UQt integrated as necessary to fatthtate

compliaceby Legal Day One manual..witacoun dsould.be the only possible

W%m
-ntIdmtW Trethned qted byMS..Mrgn 5eyangroup 0017
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reporting solution absett.rtief l-lowever the tuprecedented scale of.MS.Sl3s brokerage

opoeatiOnsmakssuek manual workarounds impractical and any form of manual

workaround in twa.very large organizatins.ratses signitiant concerns regarding the

rIiabillty.fthta and the resulting conclusions and repbrtiag In addition reparIngÆæd

inp1ementingThese manual workÆrounds would require gnifleant IT work and would

ultimately distract and delay the firmrespective IT groups as we as their compliance

pcrsonnel from th rpthnwy goal of IT integration and strict compliance with the rules

in the near term

The following are some of the FF issues that must be rosoived before the

successful .integratiO citbe MSSB dataintothe.Morgau Stanleyand.Citigroup IT

systeths for monitoring and disclosures purpOses

Scu .dat1deucatisus For maity securities tlier isno

common international security identifier This is particularly the ca$ for

struetmed products and denatives where the lmkage between the

derivative and an underlying listed security may needt b.ernanually

established to ensure that firms
aggregate pxition data is accurate

Morgan Stanley and Citigroup use different methods of identitring these

securities in their respective databases As re.uit there will be

discrepancies if the position data is integrated prematurely To rŒOive

this isste translation table must be created to eliminate The

discrepancies before the Cntributed Businesses position data may be

combined The processof creating such atÆble and mapping the rlcyaut

data from Citiroups systems to Morgan Shnleys and vice versawill

be time-consuming and difficult

DataMedel.Differences Morgan Stanicy and Citigreup use differen.t

data models.and ultimately capture their position data differently

Morgan Stanley and Citigroup are working together to find acommon
data mc id fl order toprocess the positions.together Each IT system

coUcetsdifferentinformaticn about customer accounts and even where

they eo1iet the same information they ma do so differently

complicating efforts to detention which data shotdd be included in

reports and how it should be c.alci4ated particularly fr putposcs.of

populating Scheduls 13D10 Form 3F and Form SB

gj TtantheData Due to the senitMty of thedata

Morgan Stanley and .Citigroup must agree.on secureway to ti sfer and

watehousecross4ithi information to ensUre that confidential jnfbrmation

is ot dciosed AlthOugh Morgan Stanley and Citigroup have different

tools available to do this they must
agree upon standardsto be

impkxnented on both sides in.order to begin automated transmissions in

cimi MSSIMqan Stydcaigm 0015

A/7350t



My292tJ9

Page 19

EQIA CON PIDEN11AL rEA1MENT REQi DPUjSUANTTO .17 CFR 20021

secure manner This effort can take tune if one of the parties needs to

acquire andinstall new tools hi order to.suppoitthese requirement

As noted above the parties expect the ou IT integration isues tO be resolved

.graduall Overa Thw months with goal of complete ntegratidn..by September 30 200.9

13 Tenpory Solutirin

Finally andmost notab1y the propos1.th Legal Day..One is Only kmporwy
ahiwn ptoposed in the rnterest of pm uginarket transpareney under dtfTicuk

circumstances Lt is permanent arid is inerey meant to bridge the reporting gap until

the mtegrattou issues frthe IT systems that at relevant tDpositiou reporting are

resolved With respect inthe Morgan Stanley Piuttris ibis may be by Legal Day One but

could extend until september 302009 and with respect to the Citigroop Iartie

MSSI3 this is expected to be by September 302009 Each of the Morgan Stanley

Parties the Citigroup Parties and MSSB wilt monitor and report in compliance with the

rules as wtitten as soon as such patty has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

begin reporting on bass which does not require
relief earlier than the other and earlier

than MSS 13 in this case the party that is able to begin reporting without relief earlier will

inform the Staff in writing acordmg1y In addition when MSSB begins reporting on

eparate basis it will Isinform the Stai hiactwdiiig1y

VL ..eiusiz

In conclusion MSSB the Morgan Stanley Pame and the Citigroup Parties

request thattheStaffof the DMsionof Co orationFinaneead theDivisionOf

Investment Management contirmn that they would not recommend to the Commission that

it take enforcement action against MSSB the Morgan Stenle Parties or the Citigroup

Parties under Section 13 and Setion 16 and Rule 0a3T if they temporarily report

psitons an the basis desctibed above

ViL CufldŁntil TeatmentReiuest

As of the date of this letter the parties have not publicydisclosed certain

information contained herein including their expectations regarding the closing date of

the transaction Public availability
of this information conldhave adverse consequences

ibrthe parties. Forexample anunexpectIdeiayhitheelosingeonidbeinterpretedby

market participants as an indication that there are material difliculties with the joint

venture when none in fact exist Accordingly notice of this letter also being sent to

the Office of Freedom of Information and Privacy Act Operations of the Commission
and we respectfully requesrthat the Conmnssion accord confldtntial treatment to this

rEquest ard aiiy iitten responsel frOii the Staff thereto pursuant to CFR 2081

eiiai aqinmi by.M5$Bsydejtigroupooi9bmcrn
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until theoarlierofQ thóClosingDate and ii the date that is 120 day frórn$ie.dattof

the Staffs rewqnse.totbisietter
..

Pleasocontact Laurie Cerveny ofBinghamMeCutchen Lii at.61 7951527
Miseha Travers of Davis Polk Wardwell at 650 752-2014 or tim undersigned at the

abovtpbçne ttodi$ci ss any qucstxrns or cOfl%fflelfls to this letter

Sineerejy yours

John
itfutzs4mneider

et MichelleA..hakbffMrgan Stanley

Anne CneyMorgan Stanley

Roseanne Riciser Morgan Stanley

Dennine Btillard MorflæStanley

Joyce Kröt Morgan Stanley

Michelle Wilke Morgan Stanley

Neat ulliva Ilinghamn .MeCuteii LI
AttI ii 3Meutbhen LEt
Iltirdy OilloottQ3ingbam McCtntheu LI
Laurie Cnrveny BinghanrMcCutthen.LLP

Karyn PolakCthgroup Itic

All KatshS Citióup ion

Lanny Scbwart4tavts Polk Wardwell

Mii..haThners Davis Polk Wardwell

Cothdcneai TratmentRequated br MSSE$ Metgah Stanley and Cttigrotç 0020

A17302825013
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